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AGRICULTURE, DEPARTMENT OF
Proposed rules which amend regulations on industrial development grants have been
issued by the Farmers Home Administration (see the 4/12/79 Fed. Reg., pp. 2180109). The proposed rule addresses accounting and auditing provisions related to
each grant and encompasses financial reporting; recordkeeping; proper disburse
ment, accountability, and control over all funds, property, and other assets;
source documentation to support accounting records; statutory retention of
financial records and supporting documentation; environmental impact statements,
and preparation of an audit report to establish compliance with the original
grant proposal, applicable laws and regulations. Comments are due by 6/11/79.
Additional information can be obtained by contacting John Bowles at 202/447-7667.
Applicants are being sought by the Department for the position of Deputy Assistant
Inspector General for Auditing. Duties of the position would involve Departmentlevel policymaking, overall leadership, and general supervision, direction and
coordination of all domestic audit activities relating to Department programs
and operations. Applicants must have a minimum of three years of professional
auditing/audit management experience which demonstrates a comprehensive knowledge
of auditing and internal auditing principles and methodologies. The position has
been designated as a Senior Executive Service position, and the salary range is
$44,756 to $52,800. The closing date for applications is 5/16/79. For additional
details and information on where and how to apply, contact the Department at
202/447-8112.
COMMODITY FUTURES TRADING COMMISSION
Limited trading of commodity options on domestic boards of trade may become possible
under a three-year pilot program recently proposed by the Commission. Under the
proposal registered futures commission merchants that are members of an exchange
licensed for transactions in a particular option would be allowed to offer or
sell commodity options. Approval of such a program by the Commission is still
months in the future and would be subject to a possible veto by either house of
Congress. Nothing has been published at this time on the subject but the Commis
sion is seeking comments from interested parties.
COUNCIL ON WAGE AND PRICE,STABILITY
The

Council has significantly increased reporting requirements by announcing new
rules which will include companies with $250 million in annual sales, for the
first time. This action, which was widely anticipated, was first mentioned as
a possibility by a CWPS Assistant Director in mid-February. At that time, a
six-month report on price increases was also discussed as an additional alterna
tive. In early March, CWPS Director Bosworth criticized those firms with less
than $500 million in annual sales as apparently disregarding the Administration's
anti-inflation guidelines and raising prices in anticipation of some form of
mandatory wage and price guidelines in the future. In his appearance before the
Joint Economic Committee, Bosworth acknowledged that these firms did not have to
provide information which would allow CWPS to monitor their pricing activities.
In mid-March, Alfred Kahn, CWPS Chairman, floated his own trial balloon and
formalized the Council position regarding the increased reporting standards. Kahn
was faced with a second successive month of double-digit inflation and the
apparent realization that the mere threat of an increase in reporting requirements
was ineffective.
According to the CWPS, the modification of price standard and adoption of
procedural rules strengthens the profit margin limitation, the percentage gross-

-2-

margin standard for wholesale and retail trades, and the gross-margin standard
for food processors by adopting six-month and nine-month limitations similar to
the six-month and nine-month standard for price increases. Additionally, CWPS
is adopting procedures to request that certain intermediate-sized companies
furnish base price and margin data, and that large and intermediate-sized companies
furnish corresponding program-year data for the first six and nine months of the
program year. Finally, CWPS is taking steps to amend the exception procedures to
provide for new exceptions, including action to expand eligibility for advance
approval to apply exceptions.
These new rules became effective as of 4/20/79, but public comments will be
accepted through 5/31/79 by submission to Sandra Sherman, Office of General Counsel,
CWPS, 726 Jackson Place, N.W., Washington, D.C. 20506.
ENERGY, DEPARTMENT OF
An "energy accounting framework" will be a topic for discussion when representatives
of the Department and the Ad Hoc Committee on Energy Statistics, American
Statistical Association, gather for a meeting to be held in Washington, D.C. on
5/4/79. This meeting is open to the public. Written statements may also be filed
with the Committee, either before or after the meeting. Minutes of the meeting,
to include an executive summary of the meeting, will be available for public
review and copying at the Office of Planning and Evaluation, Energy Information
Administration. Persons desiring to make oral statements pertaining to agenda
items should contact Ms. Kathleen B. Repass, Office of Planning and Evaluation,
EIA (202/633-8696), or Dr. F.C. Leone, American Statistical Association (202/
393-3253).
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Markup of S.570, the Administration's proposal for hospital cost containment, is
currently underway in the Senate Finance Committee. Thus far, the Committee has
completed consideration of provisions of the bill dealing with wages of nonsupervisory hospital personnel, precedence of State-mandated programs, and a fiveyear termination on any mandatory control program. Committee Chairman Russell
Long (D-Lah is optimistic about passage of the proposal, stating "I believe that
we'll pass the bill," but cautioned that the approved version may be "not
necessarily what the Administration wants, but something that at least is a
fairly close cousin to what they would like to have."
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
A proposed rule setting forth requirements and procedures for managing a grant for
Comprehensive Planning Assistance has been published (see the 4/16/79 Fed. Reg.,
pp. 22666-75). The purpose of the proposal is to convert the handbook "Managing
a Grant, Comprehensive Planning Assistance" into regulation form and to implement
the provisions of OMB Circular A-102. Included in the proposal is a requirement
for financial and compliance audits of grantee financial management systems to
be made at least once every two years. Also included are provisions concerning
the definition of auditor independence and qualifications, the suggested scope of
the audit report, and a review of the audit report by HUD. Comments on this
proposal are requested by 6/15/79. Additional information is available by
contacting Joyce Walther or Leroy Gonnelly at 202/472-3970.
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JUSTICE, DEPARTMENT OF
Special white collar crime units are to be established in 27 cities, the Department
announced recently. According to Deputy Attorney General Benjamin Civiletti,
there will be 150 attorneys assigned to economic crime units within the next two
years to "focus exclusively on high priority fraud and corruption matters".
Initially, the project will entail 10 attorneys in 7 field units due to budget
limitations. In an explanatory memorandum sent to all U.S. attorneys, Civiletti
stated, "This program is not intended to be an overstated, high-visibility, cosmetic
action that unfairly raises expectations." In addition, he indicated that the
Department plans to publish an economic crime bulletin describing new investigative
techniques, new types of white collar crime, and all significant cases.
Legislation implementing certain recommendations of the Commission for the Review of
the Antitrust Laws has been approved by the Senate Judiciary Subcommittee on
Monopolies. The Antitrust Procedural Improvements Act (S.390) includes several
provisions to discourage delaying tactics in antitrust suits, such as tightened
document discovery procedures and the assignment of liability for excess costs
to attorneys who employ delaying tactics. Other provisions of the bill include
the payment of interest on plaintiff damages by unsuccessful defendants and the
expansion of the Clayton Act to include large unincorporated businesses. A
provision which would have included mergers involving firms "affecting commerce"
under the Act was defeated.
SECURITIES AND EXCHANGE COMMISSION
Proposed rules that would require companies to report whether their system of internal
accounting control provides reasonable assurances that the objectives of the
Foreign Corrupt Practices Act are achieved were approved by the Commission for
comments at an open meeting held on 4/19/79. The proposal, which is expected to
be available for public comment later this week, would implement a two-step
reporting system. The initial requirements, which would apply for fiscal years
ending between 12/21/79 and 11/30/80, would provide that companies prepare a
report for inclusion in their annual report to stockholders and Form 10-K on
whether the internal accounting control system was sufficient to meet the
objectives of the Act as of year end. In addition, management would be required
to disclose any material weaknesses in its internal control system. If material
weaknesses exist and are not disclosed by management, the auditor should include
a statement in his report as to that fact. Subsequently, management would
disclose whether internal controls were adequate throughout the year and the
auditor would be required to express an opinion on management’s representations
as well as express an opinion on the adequacy of material aspects of the system
after conducting formal testing procedures. Conscious of the potential costs of
such requirements, the Commission will also seek public comments on the potential
impact of the rules on small business, the types of disclosure that would be most
meaningful to investors and the additional costs and benefits incurred by
compliance with the proposed rules. For further information contact James Doyle,
Office of the Chief Accountant, at 202/472-3782.
SMALL BUSINESS ADMINISTRATION
The proposed change of definition of small business for accounting and auditing services
has been withdrawn (see the 4/11/79 Fed. Reg., p. 21654). The proposed change
would have raised the size standard from $2 to $5 million. The withdrawal followed
a reevaluation of available data triggered by adverse comments received by the
Administration on the proposal, wherein it was found that single unit firms were
concentrated in the less than $2 million range and would be at a competitive
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disadvantage with the expanding multiunit firms, which are concentrated in the
$2-$5 million range, if the standard was raised.
Legislation to provide technical and management assistance to small businesses
through State-administered programs has been introduced by Sen. Gaylord Nelson
(D-Wisc). The programs would involve the establishment of development centers,
to be operated in conjunction with colleges and universities, with small full
time staffs of persons with business backgrounds. However, these centers would
rely on the volunteer efforts of local professionals to provide the bulk of their
services. This proposal, which is similar to S.972 from the last Congress, would
expand an existing pilot program of development centers to involve 15 states in
a three-to-four year test of the concept. It is expected that a provision for
this program will be added as an amendment to the omnibus small business
authorization legislation which the Senate Small Business Committee will be
marking up in the near future.
"Tips on Getting More for Your Marketing Dollar” is the title of a recent publication
in the SBA’s series of management aids for small manufacturers. Among other
topics, the aid covers marketing-oriented cost accounting systems, assignment of
marketing costs, contribution accounting, and marketing cost analysis. Copies
of the booklet (MA236) are available free from the SBA, P.0. Box 15434, Fort
Worth, TX 76119.
TREASURY, DEPARTMENT OF
A study entitled “Fringe Benefits: A Proposal for the Future" has been released by
the AICPA’s Federal Taxation Division. The study proposes that fringe benefit
rules be codified to provide statutory guidance to taxpayers and the IRS. Under
the AICPA proposal a benefit would be considered non-taxable if it met a general
rule consisting of three "tests":
•

the goods, services or facilities the company offers its
employees should be those that normally are sold to
customers; and

•

the employer should sustain no substantial extra cost in
offering the benefit; and

•

the benefit should be provided on a non-discriminatory basis
to "reasonable classifications" of employees, determined, for
example, by the nature of their work or their seniority.

In addition, there is a special rule applying to benefits that satisfy at least
one but not all three "tests" under the general rule. Such benefits would be
non-taxable if they are considered to be part of working conditions and related
to the employee’s particular job, or if they accomodate an important business
requirement, or if they ensure the employee’s safety. The study, which is the
product of a special task force formed to study the taxation of fringe benefits,
has been sent to all members of Congress, and Treasury and IRS officials. Copies
of the study are available from the AICPA Order Department in New York at 212/5756426.
Prospects for Congressional approval of the
on oil companies appear to be improving
House Ways and Means Chairman A1 Ullman
begin studying the proposal next month,
profits" tax and predicts that Congress

Administration's "windfall profits" tax
as witnessed by the renewed support of
(D-Ore). Chairman Ullman, whose panel will
stated that he supports the "windfall
will ultimately pass a tax which would

-5-

return most of the revenues from oil price decontrol into a fund to be used to
develop alternative energy sources. The Administration is expected to submit
"detailed specifications" on the tax proposal this week.
In related matters, the Senate Finance Energy Subcommittee scheduled hearings
on the "windfall profits" tax and other energy tax policies on 4/30/79 and 5/7/79.
Administration officials are expected to testify on 4/30/79 and written comments
will be accepted until 5/21/79. The House Commerce Energy Subcommittee has
released a report on the "windfall profits" tax proposal that concludes that the
tax would have a slight inflationary impact. It estimates that the average house
hold would face a $60 increase in energy costs in 1980 under the proposal.
Revised estate tax forms and instructions are now available at local IRS offices
(see IR-2121). The forms, revised in January 1979, are Form 706, U.S. Estate Tax
Return and Form 706 NA, U.S. Estate Tax Return, Estate of non-resident not a
citizen of the U.S. In addition, a new Form 706-A, U.S. Additional Estate Tax
Return has also been made available. The new form is used to report the additional
estate tax that may be due because disposition of the specially valued property
or because qualified use of property ended prematurely. The new form and the
revisions to Form 706 reflect the changes made by the Tax Reform Act of 1976 and
the Revenue Act of 1978.
"Explanatory questions and answers" on the carryover basis rule were submitted for
the record by Sen. Edward Kennedy (D-Mass) (see the 4/2/79 Cong. Record, pp. S382223). Sen. Kennedy remains one of the staunchest supporters of the estate and
gift rule enacted in 1976. Attacking critics who would repeal the rule, he
stated that "repeal of the reform would be a $1 billion a year tax giveaway to
the richest individuals in the nation." Sen. Kennedy also stated that the rules
do not require "excessive recordkeeping burdens" and would not be too complex
"with the ’clean-up' simplifications that have been developed by the Treasury,
working with members of the legal and accounting professions." He also noted
that President Carter has stated that no bill is veto proof — that includes
a repeal of the carryover basis." A proposal to kill the rule continues to await
action by the Senate Finance Committee and the full Senate.
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